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This article serves two purposes. First, it attempts to examine the joint impact of corporate governance 
mechanisms and corporate social responsibility (CSR) practice on firm performance. Second, the 
moderating role of board independence is investigated on 588 non-financial Malaysian firms listed 
on Bursa Malaysia during the period 2006–2017. Both accounting-based return on assets (ROA) and 
market-based (Tobin’s Q) performance measures have been used for measuring performance. Dynamic 
model using Generalized Method of Moments (GMM) has been employed on the data set to control 
for potential endogeneity, reverse causality and dynamic heterogeneity. Findings indicate that ROA is 
a better determinant of firm performance than Tobin’s Q, where ownership concentration, managerial 
ownership and money spent on CSR negatively affect ROA; however, an insignificant relationship is 
observed with Tobin’s Q. Finally, board independence negatively moderates governance-CSR and firm 
performance relationship. Findings of this article have implications for Bursa Malaysia and Securities 
Commission Malaysia to reset the limit of independent directors on board so that their unnecessary 
interference in operations of management may be avoided. Furthermore, companies need to reassess 
their CSR strategies whether they are spending on CSR activities or hiding their financial malfeasance 
in the name of money spent on CSR.
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Introduction
The role of corporate governance has been signified abundantly in the past after the financial crisis for 
its contribution towards wealth maximization of shareholders. In the meantime, Malaysia also suffered 
the same fate when many organizations crumpled from lack of appropriate governance and social 
responsibility practices. Despite the provision of Malaysian Codes on Corporate Governance, there is 
still a need of examining the compliance by listed companies. However, it is not only about corporate 
governance but also about corporate social responsibility (CSR) that fetches the attention of shareholders 
as well as stakeholders. As corporate governance and CSR (Jones & Thompson, 2012) are not separate; 
rather, they are interrelated, leading firms towards a long-term sustainable governance practices.
Further to that, CSR has emerged as an important pillar for strengthening corporate governance 
mechanisms. Several studies attempted to indicate their interrelationship (Arora & Bodhanwala, 2018; 
Jamali et al., 2008; Sneirson, 2009), but empirical support for this relationship is minimal (Barnea & 
Rubin, 2010; Byron & Post, 2016; Jo & Harjoto, 2011). Additionally, the combined effect of corporate 
governance and CSR on firm performance is still questionable. There are researches that independently 
examine the impact of governance mechanisms and CSR practice on firm performance. However, 
empirical support for their integrated affect on performance is still unanswered. Hence, the first objective 
of the study is to examine the joint impacts of corporate governance attributes and CSR practice on firm 
performance. Moreover, outsider representation on board, that is, board independence, has also gained 
the attention of academia as well as of practitioners for assessing the compliance of corporate governance 
codes in different countries.
Additionally, Bursa Malaysia revealed in a report that majority of the board of directors did not know 
their ultimate responsibilities towards the firm. Therefore, board independence is important due to their 
role in effective monitoring in the daily affairs of the firm. Bursa Malaysia in its Corporate Governance 
Code (2017) has set the limit of more than a 50 per cent representation of independent directors on board. 
Hence, this study is unique in investigating the moderating role of an independent board of directors on 
governance mechanisms, CSR practice and performance relationship. Thus, the second objective of this 
article is to examine the moderating effect of independent directors for corporate governance attributes, 
CSR practice and performance relationship.
Based on the earlier arguments, there are two objectives of this study, that is, (a) to examine the 
combined impact of governance mechanisms and CSR on firm performance in Malaysian Listed 
Companies and (b) to investigate the moderating effect of board independence on the relationship 
between governance mechanisms, CSR and firm performance.
Governance mechanisms examined in the study are ownership concentration, managerial ownership, 
institutional ownership and chief executive officer (CEO) duality, whereas money spent on CSR is used 
as a measure of CSR. In this way, the chief results of the study indicate ownership concentration, 
managerial ownership and money spent on CSR are negatively related to ROA. However, only firm 
size is positively linked to Tobin’s Q. As far as board independence is concerned, the presence of 
independent directors on the board negatively moderates governance mechanisms, CSR practice and 
performance relationship. The findings have novel implications for policymakers and regulatory 
authorities of Malaysia to assess the combined effect of governance structure and CSR on performance 
of listed firms and to reduce the representation of the independent board of directors on the board and 
to have their positive moderating impact on the given relationship. Moreover, for academia, this 
research is significant for uncovering new aspects of sustainable governance practices through different 
empirical and econometric approaches, using the dynamic Generalized Method of Moments (GMM) 
method for analysis.
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The rest of the article is organized as follows: the second section presents review of the literature. The 
third section discusses about the research methodology. Thr fourth section provides empirical results, 
whereas the fifth section discusses empirical results. Finally, the sixth section concludes the article by 
providing limitations and suggestions for future research.
Literature Review
The following paragraphs present a review of earlier empirical studies, concerning corporate governance 
mechanisms such as ownership concentration, managerial ownership, institutional ownership and CEO 
duality, and CSR practice, that is, money spent on CSR and its impact on firm performance. Moreover, 
the moderating effect of board independence is also reviewed based on prior literature.
Ownership Concentration and Firm Performance
Agency theory presumes that top managers acting as agents of the block holders can pursue courses of 
action that may not be consistent with the interest of owners (Fama, 1980; Jensen & Meckling, 1976). 
The rationale behind this is a separation between management and ownership, raising problems of 
interest between the owners and managers, as the opportunistic behaviour of the managers would 
endanger the owners’ interests. La Porta et al. (2000) consider it as a prospective cause of conflict of 
interest between major and minor shareholders. However, block holder ownership is considered as a way 
to decrease the conflict of interest between shareholders and management. Alternatively, Haniffa and 
Hudaib (2006) are of the view that owners, having a major percentage of an organization’s assets, allow 
block holders to monitor and control the behaviour of managers, leading to conflict of interest.
Managerial Ownership and Firm: Performance
It is perceived that managers will work for the best interests of organizations if they have ownership in 
the firm. Or else, a potential conflict of interest between managers and owners of the firm can be raised. 
The agency issues between shareholders and management may encourage the managers to exert less 
effort to administrate the firm (Ahmed & Mubaraq, 2015). Moreover, these issues may lead the managers 
to use available resources for their personal well-being. However, agency problem may be reduced if 
managers hold a large fraction of the firm’s equity (Bokpin, 2013; Omran, 2009). 
Institutional Ownership and Firm Performance
Pound (1988) presented three hypotheses, namely efficient monitoring, conflict of interest and strategic 
alliance to explicate the relationship between firm value and institutional shareholdings. McConnell and 
Servaes (1990), Han and Suk (1998), Arouri et al. (2014) and Sheikh and Karim (2015) reported a 
positive relationship between institutional ownership and firm performance based on the argument that 
institutional investors may better monitor the management affairs. Alternatively, the negative impact of 
institutional ownership on firm performance presumes that institutional investors might have been 
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cautious in their investment decisions amidst fear from the recent global financial crisis (Ahmed & 
Mubaraq, 2015).
Chief Executive Officer Duality and Firm Performance
Agency theory asserts that problems arise when the same person holds two positions on the board, 
leading towards performance inefficiency and ultimately towards conflict of interest (Duru et al., 2016; 
Ujunwa, 2012). Alternatively, stewardship theory assumes when the same person holds two positions, 
performance increases because the same person can better understand his roles and responsibilities 
(Al-Saidi & Al-Shammari, 2013; Sheikh et al., 2013). Opposing the two schools of thoughts, Boyd 
(1994) argues that CEO duality is contingent, and it can neither be predicted through agency theory nor 
through stewardship theory; rather, it is situation dependent.
Money Spent on Corporate Social Responsibility and Firm Performance
Porter and Kramer (2006) stated that CSR can be a source of opportunity, innovation and competitive 
advantage when used appropriately. Particularly, firms can simultaneously enhance their competitiveness 
in the markets and advance the economic and social conditions in the communities when adopting 
policies and practices, aiming at creating ‘shared value’. Alternatively, firms face trade-off between 
social responsibility and firm performance, placing them in a disadvantageous cost position, incurring 
agency costs where managers attain private benefits from building the reputation as good social citizens 
at the expense of shareholders (Barnea & Rubin, 2010; Jo & Harjoto, 2011; Karim et al., 2019a, b; 
Kotchen & Moon, 2012).
Moderating Effect of Board Independence
The role of the board of directors as an effective monitoring mechanism for management is dependent 
upon them being non-executive and independent. Furthermore, the inclusion of independent directors 
on corporate boards is an effective mechanism to reduce the potential divergence between management 
and shareholders. Several empirical researches include board independence to explore the moderating 
impact on the respective relationships with mixed results (Chen, 2011; Duru et al., 2016; Moussa, 2019; 
Şahin et al., 2015; Wu & Wu, 2014). These studies argue that interest of independent directors is linked 
with lower-risk investment decisions. Contrarily, it is also claimed that excessive involvement of 
independent directors in the daily affairs of organizations may restrict the managers to perform their 
functions liberally.
Research Methodology
Data Source and Sample Frame
This study used the data of Malaysian non-financial companies listed on Bursa Malaysia for the period 
2006–2017. The data were mainly extracted from annual reports of firms; however, datastream is used 
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for obtaining data relevant to performance variables like return on assets and Tobin’s Q. Unbalanced 
panel data are employed for the study due to unavailability of annual reports of few listed companies. 
Data of financial companies have been excluded from the data set due to the different nature of business 
of these firms. Moreover, the study includes the data of both active and inactive firms to avoid survivorship 
bias. Therefore, final sample consists of 5,501 firm-year observations of 588 non-financial listed firms 
in Malaysia during the period 2006–2017. The rationale for choosing the 12-year data ranging from 2006 
to 2017 is for pooled estimations, more than 10 years panel data is considered sufficient and appropriate 
for analysis purpose (Bond, 2002).
This study aims to investigate the influence of corporate governance and corporate social responsibility 
on firm performance, where governance attributes chosen for the study are ownership concentration, 
managerial ownership, institutional ownership and CEO duality, whereas the CSR measure adopted in 
the study is money spent on CSR. This study uses donations, sponsorships, scholarships and money 
spent on welfare programmes set as a measure of money spent on CSR in Malaysian context. Moreover, 
this study also examines the moderating role of board independence on the relationship between 
GOVERNANCE mechanisms, CSR practice and firm performance. However, two control variables, that 
is, firm size and leverage are employed to control for firm-specific characteristics. Table 1 presents the 
operational definition and measurement of variables utilized in the study.
Table 1. Operational Definition and Measurement of Variables
Variables PROXY Definition
Dependent variables
Return on assets ROA it Profit before taxes to total assets
Tobin’s Q TQit Market value of equity added to the book value of the debt 
over the book value of the total assets
Independent variables
Ownership concentration OWNCit Shares held by 5–10 largest shareholders to outstanding 
common shares
Managerial ownership MOWNit Shares held by managers to total outstanding common 
shares
Institutional ownership IOWNit Shares held by institutions to total outstanding common 
shares
CEO duality CEODit A dummy variable, 1 if CEO is the chairman of the board 
and 0 otherwise
Money spent on CSR MCSR it A dummy variable, 1 if money spent on CSR available and 0 
otherwise
Moderating variable
Board independence BINDit Proportion of independent directors to total number of 
board directors
Control variables
Firm size SIZE it Natural logarithm of total assets
Leverage LEVit Total liabilities to total assets
Source: The authors.
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Empirical Model
This study employs a dynamic system of GMM for estimations and analyses of data. Since static 
estimations are considered incompetent for explaining coherent results of variables, the dynamic model 
using system GMM produces reliable and accurate results (Arellano & Bond, 1991; Arellano & Bover, 
1995). Dynamic models are specified with lagged dependent variables and control for unobserved 
heterogeneity, reverse causality, simultaneity and dynamic endogeneity. Furthermore, dynamic models 
basically concentrate on single equation and autoregressive distributive lag models where large number 
of cross-sectional units and small number of time periods bring consistent outcomes (Bond, 2002). 
Therefore, regression equations for this study are as follows:
 ROAit = β0 + β1OWNCit + β2MOWNit + β3IOWNit + β4CEODit +  
β5MCSRit + β6SIZEit + β7LEVit + β8ROAit−1 + ɛit  (1)
 TQit = β0 + β1OWNCit + β2MOWNit + β3IOWNit + β4CEODit +  
β5MCSRit + β6SIZEit + β7LEVit + β8TQit−1 + ɛit  (2)
However, for investigating the moderating effect of board independence on the relationship between 
governance mechanisms, CSR practice and firm performance, the regression equations are as follows:
ROAit = β0 + β1OWNCit*BINDit + β2MOWNit*BINDit + β3IOWNit*BINDit +  
β4CEODit*BINDit + β5MCSRit*BINDit + β6ROAit−1 + ɛit  (3)
TQit = β0 + β1OWNCit*BINDit + β2MOWNit*BINDit + β3IOWNit*BINDit +  
β4CEODit*BINDit + β5MCSRit*BINDit + β6TQit−1 + ɛit  (4)
where ROAit  is return on assets and TQit  is Tobin’s Q for ith company at time t.OWNCit , MOWNit  
and IOWNit  are ownership concentration, managerial ownership and institutional ownership for ith 
company at time t, respectively. Moreover, CEODit  and MCSR it  are CEO duality and money spent on 
CSR for ith company at time t, respectively. SIZEit  and LEVit  denote control variables, namely firm 
size and leverage for ith company at time t, respectively. Equations 3 and 4 exhibit the interaction terms 
for corporate governance mechanisms, CSR practice and performance relationship and board 
independence. ROAit−1 and TQit−1  are 1 year lagged values of ROA and Tobin’s Q. Additionally, β0  is 
the intercept, and ε it  is the random error term for ith company at time t.  1 7  are the coefficients of 
concerned explanatory and control variables.
The model was estimated by using the panel data method. The use of panel data analysis has several 
advantages over other models (Arellano & Bond, 1991), where more information is available; greater 
variability of data; greater control of the endogeneity that tends to arise from the causal relationship; 
greater control of possible collinearity between independent variables; reduction of the problem of 
negligence of explanatory variables; greater number of degrees of freedom and greater efficiency in 
estimation; more accurate inference of model parameters; increased ability to capture the complexity of 
relationships; and greater control of the impact of the omitted variables. This method also allows the 
suppression of unobservable heterogeneity which, due to nature of the problems, could bias the results.
Thus, unlike cross-sectional analysis, panel data allow controlling individual heterogeneity, and 
this fact is very important because the ROA relies on management decisions and human choices, 
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and this circumstance could be very closely related to the specificity of each firm. Another important 
issue addressed by using the panel data method is the endogeneity problem. This method 
accommodates the possible endogeneity between the dependent variable and some of the explanatory 
variables in the model by means of appropriate instruments. In particular, the system GMM estimator 
uses lagged values of the dependent variable in levels and in differences as instruments, as well as 
lagged values of other repressors, which could potentially suffer from endogeneity. The latter 
problem would lead to a correlation between those endogenous variables and the error term, 
resulting in too inconsistent estimates if not properly handled (Karim et al., 2019b). Thus, following 
these presumptions, the use of panel data for dynamic estimations is considered appropriate for 
regression model presented earlier.
Empirical Results
Descriptive Statistics and Correlation Matrix
Table 2 presents descriptive statistics of the variables of the study, where mean value of return on assets 
(ROAit) is −0.004, indicating that, on average, firms are losing 0.004 per cent profit for RM1 of total 
assets. The mean value of Tobin’s Q is 1.26, which indicates the proportion of market value to the book 
value of company’s total assets. Ownership concentration shows the mean value of 51.14 per cent, 
suggesting that ownership of Malaysian Listed Companies is concentrated. Moreover, 12.78 per cent 
shares are held by managers and their spouses, whereas institutional ownership is 34.56 per cent in 
Malaysia. CEO duality depicts the mean value of 8.01 per cent indicating that only 8.01 per cent firms 
have their CEOs as chairmen of the company. Moreover, money spent on CSR shows the average value 
of 71.27 per cent, indicating that more than 70 per cent of Malaysian firms spent money on CSR activities. 
Additionally, firm size indicates the mean value of 12.96, and leverage shows 41.67 per cent presenting 
the financing pattern of Malaysian Listed Companies.
Table 2. Descriptive Statistics
Variable Obs. Mean Std. Dev. Minimum Maximum
ROA it 5501 −0.0040 1.5541 −48.226 10.756
TQit 5501 1.2610 2.3051 −6.95 34.38
OWNCit 5501 0.5114 0.3283 0.0520 5.0766
MOWNit 5501 0.1278 0.1732 0 0.7400
IOWNit 5501 0.3456 0.1805 0.0077 1.7145
CEODit 5501 0.0801 0.2715 0 1
MCSR it 5501 0.7127 0.4525 0 1
SIZE it 5501 12.964 1.5580 7.6797 18.521
LEVit 5501 0.4167 0.4067 0.0010 10.319
Source: The authors.
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System Generalized Method of Moments Regression Results
As stated earlier, this study employs dynamic modeling for estimation process of the data set as system 
GMM gives accurate and precise results. Table 3 exhibits the regression results of the impact of corporate 
governance mechanisms and CSR practice on ROA. However, in system GMM, 1-year lagged value of 
ROA is used. The findings reveal that ownership concentration and managerial ownership are negatively 
and significantly linked to ROAit−1 . Institutional ownership and CEO duality are insignificantly 
connected to ROAit−1 . Furthermore, the money spent on CSR negatively and significantly affects
ROAit−1 . For control variables, firm size is positively significant, and leverage is negatively significant 
with ROAit−1 . Consequently, this study used Sargan test for over-identification problem and Arellano-
Bond test for the problem of autocorrelation. The values of both tests are greater than 0.05 leaving no 
cause for over-identification and autocorrelation problem. 
Table 4 gives the results relating the impact of internal attributes of corporate governance and CSR 
practice on Tobin’s Q. Findings indicate block holder ownership, institutional ownership, CEO duality and 
money spent on CSR are negatively related to Tobin's Q. Moreover, there is a positive relationship between 
managerial ownership and Tobin’s Q. However, none of the variables show significant results with TQit−1
. Concerning control variables, firm size is positively significant, whereas leverage is negatively insignificant 
with TQit−1 . Besides, the values of Sargan test and Arellano–Bond test indicate reasonably greater values 
than 0.05, showing no problem of over-identification and autocorrelation.
Additionally, this study also examines the moderating role of board independence on governance 
mechanisms, CSR practice and performance relationship. Table 5 depicts regression results of the 
moderating effect of board independence of the given relationship. As indicated, the majority of the 
variables showed significant negative relationships with board independence as moderator. Thus, it is 
suggested that board independence negatively moderates the relationship between corporate governance 
attributes, CSR practice and firm performance in Malaysian Listed Companies.
Table 3. Effects of Explanatory Variables on Return on Assets ( ROAit−1 ) Using GMM
Variable Coefficients Std. Err. z-Statistic Probability
C 0.3483 1.0404 0.33 0.738
OWNCit −2.0257 0.5745 −3.53 0.000
MOWNit −1.5389 0.8023 −1.92 0.055
IOWNit −0.7349 0.6103 −1.20 0.229
CEODit 0.7503 0.4107 1.83 0.068
MCSR it −0.1851 0.0913 −2.03 0.043
SIZE it 0.1518 0.0723 2.10 0.036
LEVit −1.9037 0.0619 −30.74 0.000
L1 −0.0164 0.0299 −0.55 0.584
Sargan test for over-identifying restriction: p-value 1.0258
Arellano–Bond test for first order 2.8748
Source: The authors.
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Table 4. Effects of Explanatory Variables on Tobin’s Q ( TQit−1 ) Using GMM
Variable Coefficients Std. Err. z-Statistic Probability
C −1.2398 0.9100 −1.36 0.173
OWNCit −0.4105 0.5297 −0.77 0.438
MOWNit 0.6530 0.7328 0.89 0.373
IOWNit −0.6767 0.5668 −1.19 0.233
CEODit −0.0950 0.3809 −0.25 0.703
MCSR it −0.0288 0.0809 −0.36 0.622
SIZE it 0.1979 0.0628 3.15 0.002
LEVit −0.0876 0.0559 −1.57 0.118
L1 0.2927 0.0273 10.70 0.000
Sargan test for over-identifying restriction: p-value 1.2632
Arellano–Bond test for first order 1.4587
Source: The authors.
Table 5. Moderating Effect of BINDit  on Governance Mechanisms, CSR and Firm Performance
Variable ROAit TQit 
C −1.3033*** −0.5103**
OWNC BINDit it× −1.5651*** −1.7413***
MOWN BINDit it× −0.0991 −0.0386
IOWN BINDit it× −1.6969*** −1.4534***
CEOD BINDit it× −0.4956*** −0.0152**
MCSR BINDit it× −0.0282* −0.3043**
L1 0.1254*** 1.2496***
Sargan test for over-identifying restriction: p-value 1.0587 1.1472
Arellano–Bond test for first order 1.1532 1.3254
***, ** and * Significant at 1%, 5% and 10% levels, respectively.
Source: The authors.
In sum, ownership concentration is negatively related to ROAit−1 ; CEO duality positively affects 
ROAit−1 , whereas negatively affects TQit−1 . Moreover, money spent on CSR is negatively linked to both 
performance measures. Firm size is positively associated with ROAit−1 , and leverage is negatively 
linked with both performance measures. Additionally, board independence negatively moderates the 
relationship between governance attributes, CSR practice and firm performance.
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Discussion
The aims of this study are to assess the impacts of governance mechanisms and CSR practice on firm 
performance, and to examine the moderating effect of board independence on the given relationship. The 
regression results indicate that ownership concentration is negatively affecting ROAit−1 ,whereas it does 
not affect TQit−1 . The negative relationship confirms the prediction of agency theory, which contends 
that top managers, acting as agents of stockholders, can pursue courses of action that may not be parallel 
to the interests of the owners (Jensen & Meckling, 1976). Moreover, it is the prospective cause of conflict 
of interest between major and minor shareholders that brings costs to the firm when block holders tend 
to maximize value for their own interests and divest minor owners on their part of the leftover returns 
(La Porta et al., 2000). This finding is consistent with the findings of Sheikh and Karim (2015), Leung 
and Cheng (2013), Foroughi and Fooladi (2012).
Moreover, managerial ownership is negatively related to prior ROA, embracing the entrenchment 
hypothesis assumptions that managers who tend to have stakes in the firm are involved in obtaining 
personal benefits. The agency issues between shareholders and management may encourage the managers 
to exert less effort to administrate the firm. Moreover, these issues may lead the managers to use available 
resources for their personal well-being. However, agency problem may be reduced if managers hold a 
large fraction of the firm’s equity. Accordingly, the negative results are in accordance with Ahmed and 
Mubaraq (2015) and Aluchna and Kaminski (2017).
Concerning the CSR practice, that is, money spent on CSR and its effect on firm performance indicate 
the negative relationship with lagged return on assets. The probable explanation for this relationship is 
that firms face trade-off between social responsibility and firm performance, placing them in a 
disadvantageous cost position incurring agency costs, where managers attain private benefits from 
building the reputation as good social citizen at the expense of shareholders (Barnea & Rubin, 2010). 
Therefore, CSR has a value-decreasing impact in the face of high-level managerial entrenchment, where 
managers overinvest in CSR activities for their personal benefits to camouflage their corporate 
misconduct (Jo & Harjoto, 2011; Kotchen & Moon, 2012). It indicates that managers of Malaysian firms 
overinvest in the CSR activities to hide their financial misconduct, thus creating agency costs for firms 
and negatively affecting firm performance. However, these findings are parallel to the findings of 
Sadeghi et al. (2016).
Furthermore, board independence negatively moderates the significant relationship between corporate 
governance mechanisms, corporate social responsibility practice and firm performance. This outcome 
confirms the predictions of agency theory, where higher outsider representation is the prospective cause 
of conflict of interest between shareholders and management. However, this result suggests that excessive 
involvement of the independent directors in the daily affairs of organizations may restrict the managers 
to perform their functions liberally, and hence negatively moderating the relationship. However, this 
finding is analogous to the finding of Wu and Wu (2014).
Findings related to control variables suggest a positive relationship between firm size and both 
performance measures due to scale economies where organizations get resources at lower cost but at 
greater diversification. However, the finding is parallel to the results of Hassan and Halbouni (2013), 
Ahmed and Mubaraq (2015), and Ofoeda (2017). Alternatively, the negative relationship between 
leverage and firm performance suggests that agency issues are the potential cause of firms to use higher 
levels of debt, limiting managers to perform firm’s operations effectively, thus negatively affecting the 
performance. Conversely, the negative relationship is in congruence with Muttakin and Subramaniam 
(2015), and Mishra and Kapil (2017).
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Conclusion
Conclusively, this study attempts to investigate the joint impacts of corporate governance mechanisms 
and CSR practice on firm performance and to examine the moderating role of board independence of the 
given relationship. The findings reveal significant results for studying the combined impact of governance 
mechanisms and CSR practice on firm performance in the unique way. Moreover, the negative moderating 
role of board independence exhibits novel approach towards this study. Correspondingly, the article has 
both theoretical and practical implications. For example, the study obtains support from agency theory 
and the agency cost approach for explaining the majority of the relationships and moderating role of 
board independence on the relationship between governance mechanisms, CSR practice and firm 
performance. Conversely, the study raises the matter of compliance of code of corporate governance in 
Malaysia in front of Bursa Malaysia and Securities Commission Malaysia. And, this research has gained 
the attention of regulators to redefine the proportion of independent directors on board so that firms 
avoid unnecessary interference of independent directors in the daily processes of organizations. 
Moreover, the study is also practically important for stakeholders, investors, depositors, managers and 
employees of firms in Malaysia in terms of corporate governance mechanisms, CSR practice and firm 
performance.
Acknowledgement
The authors are grateful to the anonymous referees of the journal for their extremely useful suggestions to improve 
the quality of this article. Usual disclaimers apply.
Declaration of Conflicting Interests
The authors declared no potential conflicts of interest with respect to the research, authorship and/or publication of 
this article.
Funding
The authors received no financial support for the research, authorship and/or publication of this article.
ORCID iD
Sitara Karim  https://orcid.org/0000-0001-5086-6230
References
Ahmed, A., & Mubaraq, S. (2015). The implications of the revised code of corporate governance on firm performance. 
Journal of Accounting in Emerging Economies, 5(3), 350–380.
Al-Saidi, M., & Al-Shammari, B. (2013). Board composition and bank performance in Kuwait: An empirical study. 
Managerial Auditing Journal, 28(6), 472–494.
Aluchna, M., & Kaminski, B. (2017). Ownership structure and company performance: A panel study from Poland. 
Baltic Journal of Management, 12(4), 485–502.
Arellano, M., & Bond, S. (1991). Some tests of specification for panel data: Monte Carlo evidence and an application 
to employment equations. The Review of Economic Studies, 58(2), 277–297.
Arellano, M., & Bover, O. (1995). Another look at the instrumental variable estimation of error-components models. 
Journal of Econometrics, 95, 29–51.
Arora, A., & Bodhanwala, S. (2018). Relationship between corporate governance index and firm performance: 
Indian evidence. Global Business Review, 19(3), 675–689.
12 Global Business Review
Arouri, H., Hossain, M., & Muttakin, M. B. (2014). Effects of board and ownership structure on corporate 
performance: Evidence from GCC countries. Journal of Accounting in Emerging Economies, 4(1), 117–130.
Barnea, A., & Rubin, A. (2010). Corporate social responsibility as a conflict between shareholders. Journal of 
Business Ethics, 97(1), 71–86.
Bokpin, G. A. (2013). Ownership structure, corporate governance and bank efficiency: An empirical analysis of 
panel data from the banking industry in Ghana. Corporate Governance, 13(3), 274–287.
Bond, S. R. (2002). Dynamic panel data models: A guide to micro data methods and practice. Portuguese Economic 
Journal, 1, 141–162.
Boyd, B. K. (1994). Board control and CEO compensation. Strategic Management Journal, 15(5), 335–344.
Byron, K., & Post, C. (2016). Women on boards of directors and corporate social performance: A meta-analysis. 
Corporate Governance: An International Review, 24(4), 428-442.
Chen, H. L. (2011). Does board independence influence the top management team? Evidence from strategic 
decisions toward internationalization. Corporate Governance: An International Review, 19(4), 334–350.
Duru, A., Iyengar, R. J., & Zampelli, E. M. (2016). The dynamic relationship between CEO duality and firm 
performance: The moderating role of board independence. Journal of Business Research, 69, 4269–4277.
Fama, E. F. (1980). Agency problems and the theory of the firm. Journal of Political Economy, 88, 288–307.
Foroughi, M., & Fooladi, M. (2012). Concentration of ownership in Iranian listed firms. International Journal of 
Social Science and Humanity, 2(2), 112–116.
Han, K. C., & Suk, D. Y. (1998). The effect of ownership structure on firm performance: Additional evidence. 
Review of Financial Economics, 7(2), 143–155.
Haniffa, R., & Hudaib, M. (2006). Corporate governance structure and performance of Malaysian listed companies. 
Journal of Business Finance and Accounting, 33(7), 1034–1062.
Hassan, M. K., & Halbouni, S. S. (2013). Corporate governance, economic turbulence and financial performance of 
UAE listed firms. Studies in Economics and Finance, 30(2), 118–138.
Jamali, D., Safieddine, A. M., & Rabbath, M. (2008). Corporate governance and corporate social responsibility 
synergies and interrelationships. Corporate Governance, 16(5), 443–459.
Jensen, M., C. & Meckling, W. H. (1976). Theory of the firm: Managerial behavior, agency costs and ownership 
structure. Journal of Financial Economics, 3(4), 305–360.
Jo, H., & Harjoto, M. (2011). Corporate governance and firm value: The impact of corporate social responsibility. 
Journal of Business Ethics, 103(3), 351–383.
Jones, A. L., & Thompson, C. H. (2012). The sustainability of corporate governance—Considerations for a model. 
Corporate Governance: The International Journal of Business in Society, 12(3), 306–318.
Karim, S., Manab, N. A., & Ismail, R. B. (2019a). Legitimising the role of corporate boards and corporate social 
responsibility on the performance of Malaysian listed companies. Indian Journal of Corporate Governance, 
12(2), 125–141. 
Karim, S., Manab, N. A., & Ismail, R. B. (2019b). The dynamic impact of board composition on CSR practices and 
their mutual effect on organizational returns. Journal of Asia Business Studies. doi:10.1108/
JABS-07-2019-0214.
Kotchen, M., & Moon, J. (2012). Corporate social responsibility for irresponsibility. The B.E Journal of Economic 
Analysis & Policy, 12(1), Article 55.
La Porta, R., Lopez-de-Silanes, F., Shleifer, A., & Vishny, R. (2000). Investor protection and corporate governance. 
Journal of Financial Economics, 58, 3–27.
Leung, N. W., & Cheng, M. A. (2013). Corporate governance and firm value: Evidence from Chinese state-controlled 
listed firms. China Journal of Accounting Research, 6, 89–112. 
McConnell, J. J., & Servaes, H. (1990). Additional evidence on equity ownership and corporate value. Journal of 
Financial Economics, 27, 595–612.
Mishra, R., & Kapil, S. (2017). Effect of ownership structure and board structure on firm value: Evidence from 
India. Corporate Governance: The International Journal of Business in Society, 17(4), 700–726.
Moussa, F. B. (2019). The influence of internal corporate governance on bank credit risk: An empirical analysis for 
Tunisia. Global Business Review, 20(3), 640–667. 
Karim et al. 13
Muttakin, M. B., & Subramaniam, N. (2015). Firm ownership and board characteristics: Do they matter for corporate 
social responsibility disclosure of Indian companies? Sustainability Accounting, Management and Policy 
Journal, 6(2), 138–165.
Ofoeda, I. (2017). Corporate governance and non-bank financial institutions profitability. International Journal of 
Law and Management, 59(6), 854–875.
Omran, M. (2009). Post-privatization corporate governance and firm performance: The role of private ownership 
concentration, identity and board composition. Journal of Comparative Economics, 37, 658–673.
Porter, M., & Kramer, M. (2006). Strategy and society: the link between competitive advantage and corporate social 
responsibility. Harvard Business Review, 84(12), 78–92.
Pound, J. (1988). Proxy contests and the efficiency of shareholder oversight. Journal of Financial Economics, 20, 
237–265.
Sadeghi, G., Arabsalehi, M., & Hamavandi, M. (2016). Impact of corporate social performance on financial 
performance of manufacturing companies (IMC) listed on the Tehran Stock Exchange. International Journal of 
Law and Management, 58(6), 634–659.
Şahin, K., Artan, S., & Tuysuz, S. (2016). The moderating effects of a board of directors on FDI’s international 
diversification in Turkey. International Journal of Organizational Analysis, 23(1), 61–88.
Sheikh, N. A., & Karim, S. (2015). Effects of internal governance indicators on performance of commercial banks 
in Pakistan. Pakistan Journal of Social Sciences, 35(1), 77–90.
Sheikh, N. A., Wang, Z., & Khan, S. (2013). The impact of internal attributes of corporate governance on firm 
performance: Evidence from Pakistan. International Journal of Commerce and Management, 23(1), 38–55.
Sneirson, J. F. (2009). Green is good: Sustainability, profitability and a new paradigm for corporate governance. 
Iowa Law Review, 94, 987–1022.
Ujunwa, A. (2012). Board characteristics and the financial performance of Nigerian quoted Firms. Corporate 
Governance: The International Journal of Business in Society, 12(5), 656–674.
Wu, J., & Wu, Z. (2014). Integrated risk management and product innovation in China: The moderating role of board 
of directors. Technovation, 34(8), 466–476.
